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Abstract  
The purposes of the paper are to explain the evolution of the low-cost airlines in Europe, considering the factors that have 
encouraged their spatial and temporal spread, and to identify the types of the low-cost business models they have generated. This 
exploratory research was conducted using two methods. An analysis of the secondary data offered by the specialized literature 
was followed by primary data collection through a structured interview with Ryanair representatives. The findings of the study 
s 
for the airline.  
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1. Introduction 
-
Southwest Airline. Facilitated by the Airline Deregulation Act of 1978, Southwest achieved high growth and 
profitability and expanded from a small regional airline to a national airline serving 30 states. Having the successful 
example of Southwest, in the early 1980s, the low-cost carrier model was adopted by other North American carriers 
such as AirTran, Jetblue and Westjet. 
international trade was seen as the key to development. Therefore, a series of consecutive deregulation measures 
was introduced by the European Union, the last package of measures being adopted in 1993. This was the moment 
when the European market was effectively fully liberalized. Nowadays, the European Union has the second 
liberalized aviation market, after USA.  
Even though one of the common characteristics among the low-cost carriers is the focus on operating as a 
business first, with the airline being the means of achieving the corporate goals, usually related to high profits 
obtained by implementing low fares, we cannot talk about a unique and standardized low-cost business model. 
During time, the original no-frills American model has been adapted, modified or even radically changed by the 
low-cost companies in order to gain and maintain their competitiveness and cost advantages over the traditional 
airlines. 
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2. Objectives of the study 
The main objectives of this paper refer to:  
 Identifying the factors that have favored the emergence of the low-cost carriers in Europe; 
 Underlying the major types of European low-cost airlines; 
 Identifying the main methods implemented by Ryanair in cutting price strategy and determining if they 
have been changed during time; 
 Determining the critical factors that have enhanced the success of Ryanair.  
3.  Methodology 
In order to achieve the established objectives, the exploratory research was conducted using two methods. An 
analysis of the secondary data, included in various international air transport journals, OAG databases, in the 
d interview with the 
representatives of Ryanair. It was selected this company due to the fact that it was the first airline that has 
implemented the low-cost carrier model in Europe. The interview was based on a questionnaire, delivered by email 
to the Rya
which were considered confidential. The information obtained was processed, analyzed and interpreted, the results 
being summarized in the last part of the paper. 
4. Literature review 
4.1. Determinants of the European low-cost carriers  
The emergence of the LCCs in Europe is mainly related to three major factors:  
 Air transport is a cyclical sector, the demand being connected with the economic cycles (Hatty, Hollmeir, 
2003);  
 The price of the air transport often represents a constraint factor for a large portion of the population 
(Flouris, 2007); 
 Deregulations in the air transport sector allow the development of new services and thus encouraging the 
creation of new airlines (Gillen, Gados, 2008). 
From all these factors mentioned above, we could say that the last one was crucial for the emergence of the low-
cost carriers because, as we have already underlined in the introduction, the low-cost carriers are a direct result of 
Prior to 1987, flying between any two major European cities generally meant flying with the designated flag 
carriers. -related fares and certain 
discounted fare types, as well as negotiated prices and some cooperation within air service agreements (Price, 
Hermans, 2008). In Europe, Ryanair and easyJet were the first airlines that have adopted the low-cost carrier model. 
a greater freedom of traffic rights and the 
general acceptance of inter-
introduced the third and final package, which granted EU airlines access to other EU markets under its provision. 
Due to the implementation of these measures, the market share of the low-cost carriers has noticeably grown, 
especially after 2000. According to the OAG (2008), the low-
in 1991 to more than 24% of all flights in Europe by 2009.   
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Moreover, the deregulation has stimulated the low-
involved adaptations and changes of the original low-cost model.  
4.2. Types of European low-cost business models   
There are different opinions regarding the classification of these models. Dobruszkes (2006), presenting the 
origins of the low-cost carriers, considers that some of these airlines are offshoots of the full service network carriers 
(for example Snowflake that belongs to SAS) and others derive from charter airlines that have diversified their 
profile, or from tour operators (such as Hapag Lloyd Express that belongs to TUI). There are also traditional carriers 
(such as Ryanair) or regional operators (Flybe) that have become a low-cost airline in order to improve their 
competitiveness. Yet, Dobruszkes argues that some operators were created from the very beginning as a low-cost 
carrier (it is the case of easyJet). Particularizing the low- Dobruszkes distinguishes 
four models, according to the type of network/supplies (meaning flights, seats, routes, destinations and connections) 
and to the so- - the routes operated without any rival: 
 Type A: small networks/supplies with many exclusivities, such as Intersky; 
 Type B: broad networks/supplies with many exclusivities (for example Ryanair); 
 Type C: small networks/supplies imitating charters (Windjet); 
 Type D: broad networks/supplies imitating charters (the easyJet case). 
According to the classification made by Francis, Humphreys, Ison and Aicken (2006), to which we subscribe, 
there are five types of low-cost carriers derived from original model: 
 Southwest copy-cats; 
 Subsidiaries; 
 Cost cutters; 
 Diversified charter carriers; 
 State subsidized competing on price. 
-
(Doganis, 2001), implementing almost the same 
types of cutting cost methods: they operate mainly point-to-point services, use a single type of aircraft and make 
quick turnarounds and short breaks between two flights. Yet, inside this category, where we can find European 
airlines such as Ryanair, SkyEurope or easyJet, there is a certain level of diversity: while some operators did not 
for this is given by the fact that easyJet operates on main airports, Ryanair on small or underused airports and 
Southwest on both types.  
In a study conducted in 2004, Alamdari and Fagan tried to determine the degree of current low-
adherence to the original model, from the point of view of 17 product and operational features. The results showed 
that Ryanair adheres most strongly to the original model, being 85% compatible, while easyJet (74%) and Go (71%) 
were placed on the second and third position.   
-cost carriers that have been set up by traditional airlines in order to compete and 
gain a share of the low-fare sector. These carriers frequently adopt the same operational methods as the airlines from 
-  -
airlines included in this category are Snowflake by SAS, bmibaby by bmi, Go by British Airways etc. (Calder, 
2002). However, the survival ratio for the low-cost subsidiaries shows that most of them have failed. One of the 
problems generated by these operators is that they often encounter issues of competing with their parent airline on 
certain routes. A solution could be establishing distinct geographic markets to serve.  
The traditional airlines that, under the pressure of the low-cost operators, are attempting to cut their costs are 
number of aircraft types or they have introduced internet booking. Some airlines, such as Air France or Iberia, have 
already implemented these methods and started to offer cheap one way fares. 
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-cost subsidiaries like 
Thomson, developed by Britannia or MyTravel Lite by MyTravel, which have generated 
ternet booking and maximum utilization of the 
aircraft. Yet, there is a particular feature of these airlines that differentiate them from the others: the costs associated 
with their subsidiary status are low because their parent airlines have been considered for a long period of time to 
have the lowest costs within the airline industry (Doganis, 2001).  
Last type of LCCs model includes airlines that are not truly low-cost because, as their name suggests  
ncially supported by government ownership or subsidy in order to 
develop tourism or to promote a particular airport as a hub for a region (Kim, Park and Park, 2010). During time, 
many airlines of this type have practiced low fares and survived only with th  
5. -cost business model 
Considering that Ryanair began its activity in 1985 with only 25 employees and a single aircraft and nowadays it 
is the largest European low-cost operator, accounting for 741 destinations and a team of more than 5000 employees, 
we are interested in identifying the methods and the strategies implemented by the company, which have facilitated 
its success, and in examining the factors that have brought him notoriety among consumers. 
The information obtained through the interview we have conducted on Ryanair reveals the fact that, when it 
entered the market, the company used a focused cost leadership strategy. Thus, with the help of its tariffs and 
aggressive cutting costs policy, it declared itself a low-cost operator, initially focused only on the consumers from 
Ireland and Great Britain markets. During time, by expanding its operations to the continental Europe, the company 
abandoned the focus strategy, trying to become a leader of the low tariffs.  
The expansion strategy, implemented by the company, allowed it to acquire a dominant position on the European 
market. The increase in the number of the destinations operated by Ryanair was possible because of the creation of 
new branches, located in different countries. In 2007 Ryanair had 20 subsidiaries spread out all over the European 
Union (fact that made the International Air Transporters Association (IATA) name Ryanair the largest airline in the 
world, in 2007) but, since then, the number of the subsidiaries increased each year. Only in 2008 Ryanair 
inaugurated four new bases (Alghero, Bologna, Cagliari and Edinburgh) and opened 223 new routes. In fact, 
nowadays the company no longer considers itself to be Irish, but European. 
Such as all the low-cost carriers, in order to keep the competitive position on the market, Ryanair is 
implementing a cutting costs strategy, which aims to provide the lowest tariffs. Actually, the airline has taken 
become a European low-cost leader. Its cutting costs strategy is based on six main aspects: the aircrafts used, the 
elimination of some services offered traditionally free of charge, sub-contracting some costly operations, the airport 
charges and the flight policies, the staff spending, as well as the productivity and the costs with the advertising of the 
company. Yet, regarding the airplanes used by Ryanair we have to notice that, since 1999, it has started a fleet 
replacement and expansion program of almost 17 billion Euros. Nowadays, all of the Ryanair's older Boeing 737-
200 aircrafts have been replaced with 272 new Boeing 737-800 Next Generation aircrafts, the youngest and most 
fuel efficient in Europe. This demonstrates the fact the Ryanair is preoccupied not only by profit but also by the 
quality of the services offered and by the impact of its operations on the environment. Actually, the company is 
currently the industry leader in terms of environmental efficiency and it is constantly working towards further 
improving its performance.  
From the very beginning, Ryanair had an aggressive direct sales approach. By 2007, the airline was reporting 
over 90% of its direct sales via the Internet. This method successfully implemented by Ryanair offered advantages 
both to the company and to the clients. Internet selling is undoubtedly the biggest advantage and the most significant 
operating cost saver the airline industry has experienced over the past decade. Moreover, selling direct to the market 
enabled the company to have detailed market information with respect to their customers. Consumers are also 
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favored, considering the fact that in this way they can compare prices of various companies and choose the lowest 
one. 
Taking into account all the aspects mentioned above, we may say that Ryanair is the airline that adheres closest 
-
strict point-to-point system, an all economy configuration, with no seat allocation at check-in, no designated cargo 
facilities and no frequent flyer program. Moreover, the Ryanair model, which focuses on costs rather than on 
markets, has proved to be one of the most efficient approaches in the low-cost carrier sector. 
6. Conclusions and recommendations  
The most important determinant of the emergence of European low-cost carriers was the airline deregulation. 
During time, this factor has also encouraged the airlines to diversify the methods and the strategies they used in 
order to maintain or improve their profitability. Therefore, the original low-cost business model was gradually 
adapted and changed, generating several new versions. The most known types of low-cost business models are: 
Southwest copy-cats, subsidiaries, cost cutters, diversified charter carriers and state subsidized competing on price. 
Ryanair, the first European low-cost airline  had successfully implemented, during 
time, four main types of strategies: the focused cost leadership strategy, initially on Ireland and Great Britain, the 
expansion strategy, which allowed it to acquire a dominant position in Europe, a cutting costs strategy, aimed to 
provide the company the title of low tariffs  leader  an aggressive direct sales strategy, based on internet.  
Considering all the analyzed aspects, regarding the Ryaniar company, our recommendations for this airline are: to 
use the main airports too, so that it could easily reach not only the pleasure travelers but also the business ones and, 
in order to become a true European carrier (as it claims it is), to increase its operations in the Eastern part of the 
continent, where, nowadays, there are only a few destinations.  
Acknowledgements 
This work was supported from the European Social Fund through Sectoral Operational Programme Human 
Resources Development 2007-
. 
References 
Airline Official Guide (2007). OAG Review of 2007: More than 29.5 Million Flights Worldwide, 
www.oag.com/oagcorporate/pressreleases/07+End+of+Year+Review+2007+1412071.html, accessed on March, 2008. 
Alamdari, F., & Fagan, S. (2005). Impact of the Adherence to the Original Low-cost Model on the Profitability of Low-cost Airlines, Transport 
Reviews, 25(3), 377-392.  
Calder, S. (2002). No Frills: The Truth Behind the Low-cost Revolution in the Skies, London: Virgin Books. 
Diaconu, L. (2009). Strategiile low-  
Dobruszkes, F. (2006). An analysis of European low-cost airlines and their networks, Journal of Transport Geography, 14,  249 264. 
Doganis, R. (2001). The Airline Business in the 21st Century, London: Routledge. 
Flouris, T. (2007). Financial comparisons across different business models in Canadian airline industry, Journal of Air Transportation, 12, 25-52. 
Francis, G., Humphreys, I., Ison, S., & Aicken, M. (2006). Where next for low cost airlines? A spatial and temporal comparative study, Journal 
of Transport Geography, 14, 83 94. 
Gillen, D., & Gados, A. (2008). Airlines within airlines: Assessing the vulnerabilities of mixing business models, Research in Transportation 
Economics, 24, 25 35. 
Hatty, H., & Hollmeir, S. (2003). Airline strategy in the 2001/2002 crisis the Lufthansa example, Journal of Air Transport Management, 9, 51
55. 
Jarach, D. (2004). Future scenarios for the European airline industry: a marketing-based perspective, Journal of Air Transportation, 9(2), 23-39. 
Kim, T.S., Park, K., & Park, Y. (2010). Launching Low Cost Carriers in the era of Economic Crisis; The case in Korean aviation industry, Asia-
Pacific School of Logistics.  
Price, L. N., & Hermans, P. (2008). The impact of regulation on the low-cost carrier air transport sector, Airport Management, 3(2), 116-125. 
